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Who is MAHP

• Trade Association representing 14 health plans 
providing coverage to over 2.2 MM 
Massachusetts residents.

• Members serve Commercial, Medicaid, Medicare, 
Nongroup and Commonwealth Care.  

• MAHP represents the Nation’s top health plans 
US News and World Report:

• 4 members in the top 10 Nationwide for best Commercial 
Plans;

• 3 members in the top 5 Nationwide for best Medicaid Plans; 
and

• 2 members in the top 5 Nationwide for best Medicare Plans. 



What do we do…  

– Educate legislators and policy makers about how 
certain proposals can drive up costs or reduce costs 
for our customers-- “if we are not on the side of the 
folks paying the bills, what are we doing?”  

– MAHP success stories—trying to contain costs thru:
– Mandate review law;
– Moratorium on mandates from 2006-2008. Pushing for one now;
– Defeating broad health plan/employer liability bill;
– Defeating several multi-million dollar assessments that get 

passed on to small business;
– Creation of Cost and Quality Council to ensure greater 

transparency;
– Controlling costs thru stronger DON process;
– Limiting impact or stopping mandates—about 120 filed per 

session (mental health parity, autism, infertility).  



Let’s look back..MA Health Reform

• Massachusetts Health Reform—Chapter 58 of 
the Acts of 2006

• Today 97% of our population is insured;

• Medicaid increased eligibility for children in families 
earning up to 300% FPL; 

• Commonwealth Care included a sliding scale providing 
subsidies for individuals earning up to 300% FPL, sold 
exclusively thru the Connector; 

• Commonwealth Choice private insurance available thru 
the Connector and thru commercial plans.



Massachusetts Health Reform

• Massachusetts law is the model for the nation

• Many key components in both:
• Subsidies for low income populations; 

• Exchange/Connector;

• Employer mandate/Fair Share Assessment; and 
– Federal Mandate=Employers with 50+ employees who don’t offer 

insurance- $2000 per head; If you do offer coverage and it is 
unaffordable and employees end up in Exchange/Connector, 
employer penalty is $3000 per head. 

– Massachusetts Fair Share standard – employers with 10 + 
employees who don’t offer insurance-$295.00 per head. 

• Individual Mandate in Both.
– Massachusetts Penalty- $1000+ /Federal Penalty-$95 in first year 



Why We Need to Focus on Costs?

• Both the federal and state health reform bills failed to 
address the cost issues-yet both include individual and 
employer responsibilities.

– In Massachusetts: Average private fully-insured premiums 
per member increased 12.2 % from 2006 to 2008 (DHCFP, 
MA Health Care Cost Trends Final Report, April 2010); 
while Median household income increased by 2.1 % during 
the same period (U.S. Census Bureau, American 
Community Survey).

• Policy makers and health care community need to be 
focused on cost issues NOW. 



The Cost Issue... Identifying the 
Problem 

• On August 10, 2008 Governor Deval Patrick signed into law 
Senate Bill No. 2863, “An Act to Promote Cost Containment, 
Transparency and Efficiency in the Delivery of Quality 
Health Care,” (enacted as Chapter 305 of the Acts of 
2008). The bill was championed and sponsored by the 
Senate President:

• Required hospital and health plan reserves study.

• Required AG to issue report on cost drivers. Report issued in March, 
2010. 

• Required Division of Health Care Finance and Policy to conduct study, 
hold hearings and identify cost drivers. Hearings held in March, 2010 
(18 months late) and a final report was issued in April 2010.



Now  we have the Data and Analysis-
Attorney General’s Findings:

Attorney General  subpoenaed documents from 5 major health plans, 15 providers with geographic 
diversity. 

Documents included: contracts, financials, operational strategy, as well as cost and quality data. 
Staff conducted over 3 dozen interviews with key stakeholders. 

Findings:

 The MARKET POWER of certain providers has driven higher prices without regard to quality of care 
or patient case mix;

 These higher cost providers are gaining market share while lower priced providers are losing volume;

 High Cost DOES NOT correlate to high quality;

 The market dynamics and distortions must be addressed in any successful cost containment strategy;

 In order for a shift to “global payments” to help control costs, it should be coupled with steps to 
address the dynamics and distortions of the current market.”



Division of Health Care Finance and 
Policy findings

Division held hearings in March, 2010 and issued a final report in April 
2010.  Major conclusions:
• Health care costs are growing at an unsustainable rate. Cost containment efforts should 

focus primarily on mitigating the growth in medical expenses, which account for the 
majority of the growth in health insurance premiums in recent years.

• Price increases are the key driver behind the growth in medical costs;

• There is wide variation in the prices paid to providers;

• Fee-for-Service rewards volume rather than value;

• The lack of integration in the health care delivery system is costly;

• The health care system lacks a system-wide IT infrastructure;

• Certain provisions in provider contracts impede competition and innovation;

• Health resource planning needs strengthening;

• Insurers should develop products that direct care to efficient, low cost providers; and 

• There is limited information available to guide consumers and purchasers of health care 
to make better health care purchasing decisions.



So how have public officials 
responded? 

Governor: 
– Rate Caps on health insurers.
– DOI currently has statutory authority to review carriers’ rates and 

disapprove those that are “unreasonable in relation to the rate 
charged, or if the rates are excessive, inadequate or unfairly 
discriminatory.” (M.G.L. Ch. 176A, 176B, and 176G):
• DOI does not have power to set rates only to disapprove-- Carries 

have filed rates regularly for over 10 years, DOI has never 
disapproved rates—Did DOI see rate creep thru years? 

• DOI issued Emergency Regulations in February, 2010 and notified 
health plans that rates would be disapproved unless they were 
filed at 7.7% or below:

» Some for-profits filed 7.7% rates but could not certify actuarial 
soundness. Rates were still approved by DOI.

» Local Not for Profits filed rates above 7.7% with actuarial 
certification and were mostly disapproved.  235 of 274  filed rates 
were disapproved. 



Where we stand now:

• Local health plans have reported over $150 MM in anticipated 
losses during the first quarter of ‘10 with $116 MM due to rate cap. 
Losses continue to mount.  

• Health plans continuing to go thru administrative process. First 
decision by Administrative Law Judges found for Harvard Pilgrim on 
all counts. June, 2010. Harvard Pilgrim and NHP have settled with 
state.

• Administration emails have surfaced showing that three health 
plans were under Administrative Oversight before rate caps were 
imposed. Deputy Commissioner charged with SOLVENCY sent a 13 
point email on April 30th and called rate caps a “train wreck.”  



Action on cost containment on Beacon 
Hill 

• Governor’s bill (House 4490) reported out under House Bill 4924. Tied health plan premium 
increase to Medical CPI and requires DHCFP to review contracts between providers and health 
plans and presumptively reject rates higher than Medical CPI (5.1%  today). Ability after hearing to 
approve higher increase.  Administrative Judges specifically rejected CPI as improper measure. 

• Senate President’s bill (Senate 2447) includes:
– Pilot for 4 group purchasing cooperatives with maximum of 15,000 members each- must follow small group 

rating rules; 
– Requiring a one time annual enrollment thru the Connector;
– Requiring select/or limited networks with 10% lower premium than full network products;
– Sets mandatory $100 MM hospital contribution for some hospitals (with major exceptions—only 4 hospitals 

have to pay!);
– More transparency on providers and health plans. Bill reported under House Bill.    
– Health plan funded reinsurance.

• House Bill House 4924 passed last week includes:
– AHPs-must have minimum enrollment, must follow small group rating rules;
– Addressed AG findings with Provider Convergence  provision(possibly only a couple of hospital impacted 

after amendments passed.
– Select/or limited networks with 15% lower premium than full network products;
– More transparency on providers and health plans.



Payment Reform Dead for the year

– Payment Reform pitched as the answer to all our 
problems
• Pay physicians and hospitals on quality outcomes not 

volume (that sounds right)
• Global or bundled payments usually mentioned (i.e. put 

providers on a  budget) to get away from fee for service;
• And you will have CHOICE….
• Sounds like “Nirvana” or “Capitation” from the 90’s –that 

may be okay, but let’s be honest, we can agree the FFS does 
not work, but …

– Tight networks, capitation and managed care was soundly 
rejected by unhappy providers and unhappy consumers;

– The only way this can really work is by limiting choice—but 
Massachusetts consumers have told us that choice is  exactly 
what they want- broad networks.      



So what do we do..Let’s remember 
what the AG said…

– “The market dynamics and distortions must be 
addressed in any successful cost containment 
strategy;”

– “In order for a shift to ‘global payments’ to help 
control costs, it should be coupled with steps to 
address the dynamics and distortions of the 
current market.”



So before we get to 
payment reform where 
do we need to focus? 

•Health plans spend roughly 
90 percent of the premium 
dollar on MEDICAL CARE.

•All available data indicates 
that an ever increasing 
portion of the premium paid 
by employers and consumers 
is being directed toward the 
cost of providing coverage 
rather than administrative 
expenses and surplus.

•In order to truly address 
costs it is critical that we focus 
on the 90 rather than the 10.



Key Cost Drivers and Solutions

•Market Power IssuesτŀŘŘǊŜǎǎƛƴƎ !DΩǎ ŎƻƴŎŜǊƴǎΥ
•AG’s finding: Market power of certain providers driving prices- not based on quality or case mix
•Health plans seeing more volume going to AMCs  over community hospitals—steep rise in unit costs, because certain AMCs start 
at substantially  higher rates;
•Certain AMCs  moving into the suburbs and further consolidating  power and squeezing community hospitals—often paying 
Boston rates in the suburbs. We have pushed for stronger DON but may be too late.   Community hospitals need to compete- if 
you buy an MRI machine, you need to use it! 
Possible solutions: Rate Convergence, re-opening contracts, bringing down the top guys and overtime, bringing up the bottom.

•OtherCostDrivers:
•CostlyMandatesτMassachusetts has more mandated benefits than almost any other state. Last week they added an infertility
benefit and yesterday House did an expansive Autism mandate.
Possible solution: Moratorium on new mandates now .

•Limited, Tiered, Select networks- Push consumers to high value providers. You can’t sell it unless you can make folks comfortable 
about less choice.  Will answer the question why does the cost of care vary by as much as 500% in certain parts of the state?
Possible solution: Quality and Cost Council must be required to post better data that is consumer friendly. 

•Aging Massachusetts population– We set rates based on age. Moving from 39 to 40 years old; from 49 to 50 years and from 59 
to 60 old can raise rates substantially.   Possible solution: Yearly mandated age adjustments to soften the impact.

•Jumpers and Dumpers -Individuals moving in and out of coverage- Possible Solution:  Once a year Connector open enrollment to 
prevent“ jumpers.”

•` Merger of the small group and non-group markets (only state to do it): Rates  went down by 20+% for individuals. Mercer 
report said rates  would go up by 4% for small businesses. Today health plans seeing the Mercer report play out.  Possible 
solution:  Legislative backed study of impact to  small business  of merging the markets.  



Other ideas for cost containment

• Association Health Plans- current proposal would 
require AHPs to follow small group rating rules. 
No one has demonstrated it will save money for 
small businesses. MAHP will not oppose Senate 
Pilot approach;

• Affordable Health Plan-Requires that a bronze 
level Connector Product be offered by plans with 
reimbursement to providers @ 110% of Medicare 
(22% savings to average small business)—moving 
to 130%  of Medicare(11-12% savings to average 
small business).  Hospitals defeated this proposal.



Conclusion

• We face a critical moment in health reform.
– If we don’t get prices under control, health reform will 

not be sustainable … and payment reform will not 
save the day… remember what the AG said. 

• In 10 years will we be able to say that health 
reform (State and Federal) contained costs, 
improved quality of care and maintained access 
for our citizens? 
– Without serious cost containment NOW,  the answer 

sadly could be NO!   


